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Return on Investment
The goals of any investment are to succeed. Return on investment is the technique that most management uses to determine the profitability and efficiency of an investment and helps compare the efficiency of different investments. Return on investment uses the investment cost to measure the amount of return in a particular investment directly. The ROI technique uses the ratio between net income and investment cost. The results generated from ROI evaluation can influence the management decision like financial decisions, analyze investments and compare the company's profitability. In my discussion, I will explain how return on investment is calculated, its limitations, and its purpose in any investment. 
Depending on the goal of the application, return on investment can be calculated in various ways. The most common formulae is: Return on investment (%) = (current value of investment – initial investment cost) / initial investment cost × 100%. The proceeds obtained from the sale on the investment are referred to as the current value of the investment. We can easily compare ROI with returns from other investments since it is measure as a percentage. Generally, about 7% per year is considered a good return on investment (Kwak & Ibbs, 2019). 
Because of its versatility and simplicity, return on investment is a popular metric. During the interpretation, it's vital to understand certain things. First, ROI is expressed as a percentage since it is easier to understand than when it is expressed in ratios. Secondly, returns from an investment can be either negative or positive; therefore, the calculation includes the net return in the numerator. When the positive figure is generated in the ROI calculation, it implies that the total returns exceed the total costs. Alternatively, if a negative figure is generated, it implies that the total cost exceeds total returns, which means that the investments make a loss. Therefore, total returns and the total cost should be considered when calculating ROI to get the highest degree of accuracy. Due to the vast application range of application, ROI is relatively easy to calculate. After the calculation of ROI, investors can make a good decision whether to major in that investment or other more promising investments (Phillips, 2017).
[bookmark: _GoBack]Like any other evaluation technique, ROI has some limitations, mostly when comparing investments. Due to the flexibility and simplicity of the formulae, users choose the variables to use freely and other factors involved in calculating cost components or income. Therefore, the make-up of ROI is not accompanied by an explanation; hence it can be misleading if the investors prioritize it as an investment project decision. In any business case format, ROI should be accompanied by the underlying information that forms the inputs. To take into account the project's time frame, ROI can be used in conjunction with the rate of return. Over time the value of money changes; hence it is vital to use the net present value, which accounts for the value of money over a given period (Friedlob & Plewa, 2016).
In summary, return on investments is a financial metric for determining the profitability and efficiency of an investment. A potential investor can compare the results of other investments to decide the most suitable and profitable investment. To overcome the limitations of return on investment, investors can incorporate the rate of return and the net present value to fully capture the long-term and short-term importance, risk, or value associated with natural and social capital. The main advantage of or return on investment is the simplicity in calculation and its wide variety of applications. As a result, investors and businesses have been interested in developing a new form of ROI metric in the recent days known as "social return on investment."
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